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TODAY, THE COWMM TTEE W LL EXAM NE THE STATE OF COWPETI Tl ON
| N THE LOCAL TELEPHONE MARKET. SPECI FI CALLY, THE COVM TTEE W LL
ADDRESS THE QUESTI ON AS TO WHY COWVPETI TI ON HAS NOT ARI SEN I N THE
LOCAL TELEPHONE MARKETS AS HAD BEEN PLANNED FOR BY THE PASSAGE
OF THE 1996 TELECOMMUNI CATI ONS ACT. SOVE HAVE QUESTI ONED
VWHETHER THERE ARE PROBLEMS W TH THE ACT. WHAT WE W LL FIND AS
WE EXPLORE THE RECORD TODAY, HOWEVER, |S THAT THE PROBLEMS
ARI SE, NOT FROM THE ACT, BUT FROM THE EFFORTS BY THE BELLS TO
AVO D THE REQUI REMENTS OF THE ACT, AND ENTER THE LONG DI STANCE
AND BROADBAND MARKETS WHI LE SI MULTANEOUSLY PRESERVI NG THEI R

LOCAL MONOPOLI ES.

TODAY, WE W LL HEAR FROM THE COWPETI TI VE COMPANI ES THAT ARE
TRYING TO BRING COWPETITION TO THE LOCAL MARKETS. THESE
COVMPANI ES TOGETHER HAVE ALREADY | NVESTED OVER $150 BILLION IN
THEI R EFFORTS TO COWETE IN THE LOCAL MARKET PLACE. VE W LL
HEAR FROM STATE OFFI Cl ALS WHO HAVE ATTEMPTED TO ENFORCE AND
FOLLOW GUI DELI NES OF THE ACT, AS WELL AS FROM PUBLI C | NTEREST

GROUPS.

FI NALLY, LET ME MAKE I'T KNOWN THAT | EXTENDED | NVI TATI ONS



TO EVERY BELL COWPANY TO TESTI FY. | AM GLAD THAT MY FRI ENDS
FROM BELLSOUTH HAVE AGREED TO ATTEND. AND LET ME MAKE I T CLEAR
FOR THE RECORD THAT ANYTI ME THE BELL COWMPANI ES — PARTI CULARLY
THEI R CECS — WOULD LIKE TO SPEAK ON THE RECORD ON THI S | SSUE
BEFORE THI S COW TTEE, THEY ARE WELCOVED. BUT THE ONE THI NG
THAT THIS COVMM TTEE W LL NOT DO IS FUNCTI ON AT THE DI CTATES OF
BELL COMPANIES. THIS IS WHAT IS HAPPENI NG I N THE MARKETPLACE
AND I S THE CRUX OF THE DI FFI CULTI ES WE ARE EXPERI ENCI NG TODAY | N

THE TELECOVMUNI CATI ONS | NDUSTRY.

| HAVE HEARD THAT THE BELLS WOULD LI KE TO MAKE THI S A DEBATE
SOLELY ABOUT BROADBAND, BUT THE FACT OF THE MATTER |I S THAT THI S
' S NOT A DEBATE ABOUT BROADBAND. THI S IS A DEBATE ABOUT HOW TO
ENSURE COWPETI TI ON I N LOCAL TELEPHONE MARKETS -- WHETHER IT IS
THE PROVI SI ON OF LOCAL OR BROADBAND SERVI CE. I N OTHER WORDS,
BROADBAND, LI KE ALL THE OTHER SERVI CE | SSUES, | S MERELY A SUBSET
OF THE LARGER ISSUE -- MWHICH 1S MARKET STRUCTURE AND
COWPETI TION. SO LET'S BEG N THI S DEBATE BY DO NG AWAY W TH THE

SUBTERFUGE AND OBFUSCATI ON.

SO, WHY | S TODAY' S HEARI NG | MPORTANT? THE ANSVER | S SI MPLE,
BECAUSE OF THE | MPORTANCE OF THE TELECOMMUNI CATI ONS | NDUSTRY TO

THE VWHOLE | NFRASTRUCTURE OF OUR NATI ON''S ECONOMY. ACCORDI NG TO



THE DEPARTMENT OF COMMERCE, TELECOMMUNI CATI ONS CURRENTLY
ACCOUNTS FOR NEARLY 10 PERCENT OF OUR NATIONS'S TOTAL ECONOM C
OUTPUT. ALL OF AMERI CA’ S | NDUSTRI ES — AND AMERI CAN CONSUMERS | N
GENERAL - HAVE A CRUCIAL STAKE IN THE STRUCTURE OF OUR
TELECOVMUNI CATI ONS | NDUSTRY: | F I T°S COWETI TI VE, OUR COSTS ARE
CHEAPER, AND SERVI CES BETTER: IF I'T IS NOT COWETI Tl VE, COST
WLL BE H GHER, AND QUALITY OF SERVICE W LL SUFFER. WE OFTEN
HEAR MUCH TALK TODAY ABOUT THE | NTERNET AND E- COMVERCE. |, FOR
ONE, AM PROUD OF THESE NEW TECHNOLOG CAL ADVANCEMENTS AND ON
THI'S NOTE, WAS HONORED TO WORK W TH MY FRI ENDS TOM BLI LEY AND
SENATOR MCCAI N | N PASSI NG THE DI GI TAL SI GNATURE BI LL LAST YEAR,
VWHI CH HAS OPENED THE DOOR TO MASSI VE GROWMH | N E- COMMERCE. BUT
THOUGH THESE |INDUSTRIES ARE GREAT, | T ALL BEG NS WTH
TELECOVMUNI CATI ONS.  WHO OWNS THE LI NES, AND THOSE THAT COWPETE
I N THE TELEPHONE BUSI NESS MAY VERY WELL DETERM NE THE FATE OF

THOSE | NDUSTRI ES.

BUT WE DIDN' T GET TO WHERE WE ARE ON A WVHIM FOR MORE THAN
TWO DECADES, THE COURTS, CONGRESS, STATE LEG SLATURES, AND
REGULATORS HAVE BEEN WORKING TO BRING COWPETITION TO THE
TELEPHONE MARKETPLACE. THI S IS NO EASY FEAT SI NCE CONGRESS GAVE
MA BELL A MONOPOLY I N THE LOCAL AND LONG DI STANCE PHONE MARKETS,

PROTECTED MA BELL FROM COWPETI TI ON, AND GUARANTEED MA BELL A



PROFI T. I N THAT ENVI RONMENT, MA BELL FULFILLED ITS M SSI ON OF
BUI LDI NG A NATI ONW DE NETWORK AND CONNECTI NG THE VAST MAJORI TY

OF RESI DENTS TO THAT NETWORK.

OVER Tl ME HONEVER, OTHER COMPANI ES ATTEMPTED TO COWPETE, BUT
THEI R EFFORTS WERE THWARTED BY MA BELL WHI CH USED | TS PONER TO
LOCK I'TS COWPETI TORS OUT OF THE MARKETPLACE. JUDGE GREENE
STEPPED IN AND I N THE EARLY 1980'S, BROKE MA BELL | NTO AT&T AND
7 REG ONAL BELL OPERATI NG COMWANIES. TH S ALLOWED COMPETI TORS
TO ENTER THE LONG DI STANCE MARKET, AND SINCE THEN, CONSUMERS
HAVE HAD A CHO CE OF SERVICE PROVI DERS AND HAVE GENERALLY

BENEFI TTED FROM LOVWER LONG DI STANCE RATES.

WHEN JUDGE GREENE BROKE-UP MA BELL HE RECOGNI ZED THE
SI GNI FI CANT MARKET POVWER OF THE LOCAL BELL COMPANI ES, AND THE
FACT THAT THEY HAD NO COWMPETITORS IN THEIR LOCAL MARKETS.
CLEARLY, UNDER SUCH CONDI TIONS, |IF THE BELLS WERE ALLOWED TO
ENTER NEW MARKETS, THEY COULD QUI CKLY DESTROY THEI R COMPETI TORS
BY USI NG THEI R MONOPOLY REVENUES TO SUBSI DI ZE THEI R ENTRY | NTO
THESE MARKETS. CONSEQUENTLY, IN AN EFFORT TO PROTECT
COWPETI TION I N OTHER MARKETS, JUDGE GREENE RESTRI CTED BELL
COVPANI ES FROM ENTERI NG MARKETS SUCH AS THE LONG DI STANCE AND

MANUFACTURI NG MARKETS.



THE NEXT STEP FOR CONGRESS THEN WAS TO OPEN THE LOCAL PHONE
MARKETS TO COWPETI Tl ON. AFTER MANY YEARS OF HARD WORK,
NUMEROUS HEARINGS, AND TONS OF ANALYSES, CONGRESS IN AN
AGREEMENT SI GNED ON TO BY ALL THE RELEVANT PARTI ES -- | NCLUDI NG
THE BELLS, LONG DI STANCE SERVI CE PROVI DERS, AND CABLE COMPANI ES
-- PASSED THE TELECOVMMUNI CATI ONS ACT OF 1996. THE 1996 ACT IS
A LANDMARK BI LL, REPRESENTI NG THE MOST SI GNI FI CANT RESTRUCTURI NG
OF THE 1934 COMVUNI CATI ONS ACT. THE BILL MET THE NEEDS AND
REQUESTS OF EACH OF THE | MPORTANT PARTI ES AND MOST CRI Tl CALLY,
GAVE THE BELLS WHAT THEY MOST COVETED, ENTRY | NTO ALL MARKETS.
I N DO NG SO HONEVER, CONGRESS PUT I N PLACE PROVI SI ONS TO ENSURE
COVPETI TI ON. THI'S WAS TO BE ACCOVPLI SHED BY PREVENTI NG BELL
COVPANI ES FROM EXTENDI NG THEI R MONOPOLI ES TO NEW MARKETS UNTI L

THEY ALLOWED COVPETI TORS TO | NTERCONNECT W TH THEI R NETWORKS.

| AM PROUD TO HAVE BEEN ONE OF THE PRI NCI PAL MEMBERS
| NVOLVED | N DRAFTI NG THE 96 ACT. | AM PROUD TO HAVE WORKED W TH
My GOOD FRI ENDS LARRY PRESSLER AND TOM BLI LEY. WE ALL HAD HI GH
HOPES, PARTI CULARLY Gl VEN THAT ALL THE MAJOR COWVPANI ES WERE AT
THE TABLE AND SI GNED ONTO THE ACT. WE KNEW WE HAD OVERCOVE AN
ENORMOUS HURDLE - BRI NGI NG TOGETHER SOVE OF THE MOST POWERFUL
WARRI NG | NDUSTRI ES | N THE COUNTRY — AND PASSI NG ONE OF THE MOST

SI GNI FI CANT | NDUSTRI AL BI LLS EVER ENACTED BY CONGRESS.



AS NOTED, THE ESSENCE OF THE ACT WAS TO RESTRUCTURE AND MAKE
COWETITIVE ONE OF THE MOST MONOPOLI STICALLY CONTROLLED
| NDUSTRIES I N THE COUNTRY — THE LOCAL TELEPHONE MARKET. I F
EVERYONE PLAYED BY THE RULES AND KEPT THEI R PROM SES, THE GOAL
WOULD BE ACCOMPLI SHED. BUT UNFORTUNATELY, THE BELLS HAVE NOT

PLAYED BY THE RULES AND HAVE NOT KEPT THEI R PROM SES.

ALMOST AS SOON AS THE | NK WAS DRY ON THE ACT, THE BELLS WERE
| N COURT SEEKI NG A SHORT CUT TO EXTEND THEI R MONOPOLY | NTO NEW
MARKETS. THEY HAVE BULLI ED COVPETI TORS AND REFUSED TO PROVI DE
REAL ACCESS TO THElI R MONOPOLI STI C NETWORKS. I N ESSENCE, THEY
HAVE SOUGHT TO USE THE ACT TO GET WHAT THEY DI DN T HAVE, BUT
COVETED — ENTRY I NTO THE LONG DI STANCE AND OTHER MARKETS — AND
PRESERVE THROUGH Cl RCUMVENTI ON WHAT THEY HAD, AND STILL HAVE -

THEI R LOCAL TELEPHONE MONOPOLI ES.

HAVI NG NOT BEEN AS SUCCESSFUL AS THEY WOULD HAVE LI KED
BEFORE THE COURTS AND FEDERAL AND STATE REGULATORS, THEY HAVE
NOW RETURNED TO CONGRESS SEEKI NG LEG SLATIVE HELP TO EXTEND
THEI R MONOPOLI ES. THEY CLAIM THAT NO ONE CONTEMPLATED THE
DEVELOPMENT OF DATA SERVI CE WHEN THE 1996 ACT WAS PASSED. WELL,
WE ALL KNEW ABOUT THE POTENTI AL OF DATA SERVI CE WHEN THE 1996

ACT WAS PASSED. WE | NCLUDED SECTION 706 IN THE 1996 ACT WHI CH



REQUI RES THE FCC TO TAKE ACTI ON TO ENCOURAGE THE DEPLOYMENT OF
BROADBAND SERVI CE, AND AS EARLY AS 1984 RI CHARD MCCORM CK, THEN
CEO AND CHAI RMAN OF USWEST, | N 1994 TESTI FYI NG BEFORE THE SENATE

COMMERCE COWM TTEE STATED THE FOLLOW NG

WE HAVE EMBARKED ON AN AGGRESSI VE PROGRAM BOTH W THI N
OUR 14- STATE REG ON AND OUTSI DE TO DEPLQOY BROADBAND.
VE WANT TO BE THE LEADER | N PROVI DI NG | NTERACTI VE - -
THAT IS, TWO-WAY MJLTI MEDI A SERVI CES, VO CE, DATA,

VI DEQ. "

AT THE TI ME THE ACT PASSED MEMBERS OF CONGRESS EVEN MADE SI M LAR

STATEMENTS. REPRESENTATI VE TAUZI N STATED:

"TODAY, IN A BI PARTI SAN WAY, WE UNLEASH THE SPIRI T OF
COWETITION IN ALL FORMS OF TELECOVMMUNI CATI ONS
SERVI CES, FROM TELEPHONES TO COWPUTERS, TO SERVI CES
DEALI NG W TH VI DEO PROGRAMM NG, AND DATA SERVI CES TO
| NTEREXCHANGE SERVI CES THAT ARE GO NG TO LINK US AS
AMERI CANS TOGETHER AS ONE LI KE NEVER BEFORE AND G VE
US ACCESS TO THE WORLD AND THE WORLD ACCESS TO US AS
NEVER BEFORE." (FEBRUARY 1, 1996— PAGE H1151 OF THE

CONGRESSI ONAL RECORD. )



FURTHERMORE, MANY WALL STREET ANALYSTS HAVE NOTED THAT
COWPETI TI ON HAS BEEN A DRI VING FACTOR I N BELL DEPLOYMENT OF
BROADBAND SERVI CE. A WALL STREET ANALYSTS W TH MONTGOMVERY
SECURI TI ES STATED THAT "RBOCS HAVE FI NALLY BEGUN TO FEEL THE
COWPETI Tl VE PRESSURE FROM BOTH CLECS AND CABLE MODEM PROVI DERS
AND ARE NOW PLANNING TO . . . ACCELERATE/ EXPAND DEPLOYMENT OF
ADSL I N ORDER TO COUNTER THE THREAT." ANOTHER WALL STREET
ANALYST W TH PRUDENTI AL SECURI TI ES NOTED THAT W TH RESPECT TO
RBOC DEPLOYMENT OF BROADBAND SERVI CE AN "I MPORTANT MOTI VATI NG
FACTOR | S THE THREAT OF COWPETI TION [AND] [ O THER PLAYERS ARE

TAKI NG DEAD Al M AT THE HI GH- SPEED | NTERNET ACCESS MARKET. "

THE FACT IS THAT CONGRESS SHOULD NOT HELP THE BELLS EXTEND
THEI R MONOPOLI ES. IT IS CLEAR THAT UNDER THE 1996 ACT, BELLS
CAN ENTER THE LONG DI STANCE OR THE BROADBAND MARKET OR ANY OTHER
MARKET THEY CHOGOSE, BUT JUST NOT BY EXTENDI NG THEI R MONOPOLY AND
HARM NG COVPETI TI ON.  TODAY, BELLS CONTI NUE TO HOLD 92 PERCENT
OR ALL PHONE LI NES. CABLE COVMPANI ES DO NOT COWETE W TH THE
BELLS FOR BUSI NESS CUSTOVERS. THEREFORE, BELL COVPANI ES ARE THE
PREDOM NANT PROVI DERS OF BROADBAND SERVICE IN THE BUSI NESS
MARKET WHERE THEY COMPETE PRI MARI LY W TH CLECS. I N ADDI TI ON,

MORGAN STANLEY AND OTHERS PREDI CT THAT BY 2004, BELL COWPANI ES



WLL CATCHUP TO THE CABLE COWAN ES |IN THE RESIDENTI AL

BROADBAND MARKET.

THE REALITY IS THAT CONGRESS GAVE THE BELLS A MONOPOLY I N
THE LOCAL TELEPHONE MARKET. CONGRESS CERTAI NLY SHOULD NOT NOW
GRANT THEM A MONOPOLY IN THE LONG DI STANCE AND BROADBAND
SERVI CES MARKETS. THE BELLS MUST COWPETE LI KE EVERYONE ELSE TO
GET CUSTOMERS I N THESE MARKETS AND NOT LOOK FOR A GOVERNMENT
HANDOUT. G VEN THE POTENTI AL BENEFI TS OF COWPETI TI ON, THE
ANSWER MUST BE "YES" TO COWPETITION IN THE LONG DI STANCE AND

BROADBAND MARKETS AND "NO' TO MONOPOLY DOM NATED MARKETS.

CONGRESS HAS A RESPONSI BI LI TY TO CONSUMERS TO PROMOTE AN
OPEN COMPETI TI VE LOCAL TELEPHONE MARKET AND MUST ACT TO ENSURE
BELL COMPLI ANCE W TH THE 1996 ACT. | THANK THE W TNESSES FOR
JO NING US TODAY AND LOOK FORWARD TO THEIR TESTI MONY ON THI S

VI TAL | SSUE.



